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AlCPA Washington Report
November 4, 1974 
Volume III, Issue 3
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CIVIL AERONAUTICS BOARD
Two proposed changes to the uniform system of accounts have
been published (see 10/25/74 Fed. Reg., p. 37994). The 
first change would substantially revise the reporting re­
quirement of the present schedule P-10 and extend the 
reporting requirement to supplemental air carriers. The 
second proposal, originally issued 4/5/74 and now published 
for further comments, would require disclosure standards 
for lease transactions. The comment period for both pro­
posals ends 11/22/74.
FEDERAL ENERGY ADMINISTRATION
Andrew E. Gibson will replace John C. Sawhill as Administrator 
following Mr. Sawhill’s recent "resignation." In a major 
shake-up of "energy chiefs", Mr. Ford announced that Dixy 
Lee Ray will move from AEC to become Assistant Secretary 
of State for Oceans, and International, Environmental and 
Scientific Affairs; Dr. Robert C. Seamans, Jr., will be­
come Administrator of the new Energy Research and 
Development Administration; and William A. Anders will 
became Chairman of the new Nuclear Regulatory Commission. 
These actions are viewed by observers as setting in motion 
Mr. Ford’s voluntary energy conservation program headed 
by Secretary of the Interior Morton.
Two regulations have been published which would establish landed 
cost standards to be applied in transactions between affili­
ated entities in disallowing costs (see 10/31/74 Fed. Reg., 
pps. 38364 and 38395). The first regulation, which was made 
final and effective 10/25/74, was published pursuant to 
proposed rules issued earlier this year and considers landed 
costs to be incurred when they are recognized by the firm's 
customary accounting procedures generally accepted and 
consistently and historically applied. The second regulation 
is a proposal to supplement the regulations on computation 
of landed costs by providing a provisional cost ceiling 
during the initial period of operation of the new regulation. 
Comments on the proposal will be accepted until 11/19/74 
and a public hearing will be held 11/21/74.
FEDERAL POWER COMMISSION
Proposed legislation to amend section 305(b) of the Federal Power
Act to regulate interlocks between banks and public utilities
has been submitted to Congress. In a letter from Chairman 
Nassikas to Sen. Eastland (D-Miss.) and House Speaker Carl 
Albert (D-Okla.), it was noted that this bill, for the first 
time, would authorize regulation of interlocks involving 
banks even though they are not authorized by law to under­
write or participate in the marketing of securities of a 
public utility. Further information can be obtained from 
the FPC Public Affairs Office, 202/386-6102.
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FEDERAL RESERVE BOARD
The President on 10/29/74 signed into law the credit reform bill
which includes an amendment to the 1934 Securities Exchange
Act (P.L. 93-495). Besides increasing savings and loan de­
posit insurance from $20,000 to $40,000, the law requires 
bank regulatory agencies to conform their regulations to 
those of the SEC in sections 12, 13, 14(a), 14(c), 14(d), 
14(f), and 16.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
The President has vetoed legislation which would have amended the 
Rehabilitation Act of 1973. The bill (HR 14225), termed 
by the President as "hastily drawn" and a disruption to pre­
sent programs, would have established a Rehabilitation 
Services Administration which would set uniform accounting 
procedures for use by State agencies.
A major overhaul of the nation's welfare system will reportedly 
be proposed by the President in his State of the Union 
message in January. The proposal, drafted in the DHEW, 
would provide an estimated $21.6 billion annually in cash 
payments to low-income citizens and eliminate other public 
assistance programs such as food stamps, housing allowances, 
and the Aid to Families with Dependent Children program.
The HEW proposed income supplement program would be admini­
stered by the IRS, the Treasury Department, or a new agency 
within Treasury.
INTERSTATE COMMERCE COMMISSION
A republication of the accounting regulations to clarify certain 
of the regulations and correct inconsistencies and other 
miscellaneous discrepancies has been issued (see 10/31/74 
Fed. Reg., p. 38502). Issued by the IOC on 10/11/74, the 
accounting regulations are effective 1/1/75 and effect 
Class I and Class II common and contract motor carriers 
of property.
JUSTICE, DEPARTMENT OF
Legislation to make any violation of the Sherman Antitrust Act
a felony instead of a misdemeanor will be introduced by 
Sen. Gaylord Nelson (D-Wis.) when Congress returns. Mr. 
Nelson announced that his bill is designed to remedy one 
of the "most glaring inequities in our entire criminal 
justice system." Classifying the antitrust criminal as 
"one of the most harmful elements in our society," the bill 
will raise the maximum penalty for violation of the law from 
one year in prison to five years.
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SECURITIES AND EXCHANGE COMMISSION
The Reporting Coordinating Group (Advisory) will meet 11/15/74
at 301 Pine Street, First Floor Board Room, San Francisco,
Cal. The meeting will be for discussing public comments on 
the recently issued Discussion Paper-Working Draft of the 
FOCUS Report. Copies of the FOCUS Report Discussion Paper 
ave available through the Public Reference Room at each 
SEC Regional Office. Further information on the meeting 
can be obtained from the Group's Secretary, Mr. Daniel 
Piliero, II, at the SEC headquarters, 202/755-1390.
Increased financial and business information must be furnished 
by companies to their shareholders according to new rules 
adopted 10/31/74 (Rel. 34-11079). Under the new rules, 
effective 12/20/74, management will be required to provide 
shareholders with certified financial statements for the 
past 2 fiscal years; a summary of operations for the past 
5 fiscal years; a management analysis of the company's 
financial position and viability; a brief description of 
its business; a breakdown by line-of-business for the most 
recent 5 years; names and principal occupations of officers 
and directors; and a statement showing the market where 
its securities are traded and a listing of market price 
ranges and dividends paid during the most recent 2 years. 
Finally, the rules require companies to send, free of charge, 
copies of their 10K reports to all shareholders requesting 
them. A reasonable fee may be charged to cover the cost 
of sending exhibits to the 10K, when requested.
TREASURY, DEPARTMENT OF
Legislation to require charities to spend at least 50% of their
funds on "substantive programs" and to make a full disclosure 
of costs to all prospective contributors in order to main­
tain their tax exemptions will be introduced when Congress 
returns after the election recess. Sponsored by Sen.
Mondale (D-Minn.), the bill grew out of a year long investi­
gation by his Subcommittee on Children and Youth into 
children's charities. In an effort, to establish uniform 
national standards, the bill will require charities to file 
an annual financial statement with the IRS prepared by CPAs 
under standard rules. A fact sheet may be obtained by 
calling Sen. Mondale's office, 202/225-5641.
Chairman Wilbur Mills (D-Ark.) has indicated that many tax reforms 
considered by the Ways and Means Committee may be abandoned 
in order to pass a windfall profits tax on oil companies. 
Saying that other tax reform proposals may have to be de­
layed until next year, Mr. Mills classed the windfall profits 
tax as "top priority" and indicated that House action would 
have to be completed by 11/25/74 in order to give the Senate 
time to act.
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New regulations to institute the Treasury Department's study of 
“  portfolio investments pursuant to the Foreign Investment
Act of 1974 (P.L. 93-479), signed 10/28/74, have been pub­
lished (see 11/1/74 Fed. Reg., p. 38772). The Treasury 
Department announced that it will try to determine the extent 
of foreign investment as of 12/31/74 and then use that data 
as a "benchmark" to determine in future years whether foreign 
investments are increasing. The Commerce Department will 
also commence its study shortly in accordance with the new 
law.
SPECIAL: REGULATORY REFORM HEARINGS SCHEDULED
The Senate Government Operations Committee has announced it will 
conduct hearings on regulatory reform on 11/21, 11/22,
11/25 and 11/26/74. In announcing the hearings, Chairman 
Sam Ervin (D-N.C.) said the hearings will focus on the 
President's call for a commission to study the operations 
of regulatory agencies. Under consideration are S. 4145, 
the Administration bill; S. 3604, the Federal Agency Effi­
ciency Act; S. 704, the Regulatory Agencies Independence 
Act; and S. 770, the Consumer’s Information and Counsel 
Act. Additional information may be obtained from the Com­
mittee by calling 202/225-4751.
SPECIAL: FEDERAL REGISTER SOLICITS COMMENTS
The Federal Register is soliciting the views of its readers on
the effectiveness of individual Fed. Reg, documents and
regulations published in the Code of Federal Regulations. 
Using a form provided on the back cover of each issue, 
readers can submit comments and suggestions on ways to make 
the Fed. Reg, more understandable, more efficient, and less 
costly, pursuant to the President's appeal in his speech 
to Congress on 10/8/74 to eliminate rules and regulations 
that needlessly increase costs. It was also announced that 
highlights of important items to be published in the next 
day's issue may be obtained by calling 202/523-5022, and 
that documents filed for each publication may be reviewed 
the day before, between 8:45 a.m. and 5:15 p.m., at Room 
8401, 1100 L Street, NW, Washington, D.C.
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FEDERAL TAXATION
Inventory Valuation. Members of the Tax Division’s Executive 
Committee met with officials of the Treasury Department to 
discuss recent developments pertaining to inventory valuation 
methods. Both the Institute and the Treasury will continue 
to discuss and seek solutions to the problems in this area.
Comments on Tax Bills. Comments were submitted to Wilbur Mills, 
Chairman of the House Ways and Means Committee, on the following 
two tax bills:
• HR 14837 which would provide income tax relief for small 
businesses
• HR 14905 which would consolidate the reporting of wages 
by employers on an annual basis for both income tax and 
social security/disability insurance purposes.
Tax Division Meeting. Prepartions are underway for the Tax 
Division s Fall meeting to be held December 8-12. Invitations 
have been extended to several officials of the Treasury Depart­
ment, Internal Revenue Service and other porfessional 
organizations. Among the items that will be considered are many 
which have been submitted by state society tax committees in 
response to an advance notification of the Division meeting.
SEC COMMITTEE
The committee prepared a series of questions of Accounting Series 
Release 146A, which with answers by the SEC staff, was published 
in the October Journal of Accountancy.
A  similar set of questions and answers in applying Accounting 
Series Release 155, relating principally to required disclosure 
of financial information on consolidated and unconsolidated sub­
sidiaries and on affiliates has been prepared for the December 
Journal.
TASK FORCE ON PUBLIC UTILITIES
At a meeting which was attended by members of the staff of the 
FPC the following opinions were expressed:
• Members of the Task Force testified at a hearing called 
by the FASB to determine whether it should issue an 
interpretation as to the applicability of Addendum 2 (to 
APB Opinion No. 2) to deferral of fuel adjustment charges.
• Most testimony was to the effect that any consideration 
as to applicability of the Addendum should not be re­
stricted to deferrals of the fuel adjustment clause.
• If costs of rights of way are considered depreciable 
by the IRS, such assets should generally be considered 
to have a limited life and therefore should be deprecia­
ted for financial statement purposes.
• The definitions in the uniform system of accounts for 
Account 447 (Sale for Resale) and Account 555 (Purchased 
Power) should be clarified.
• Unless Addendum 2 to APB Opinion No. 2 indicated different 
ly, material refunds or additional taxes applicable to 
prior years, and interest thereon, should be treated as 
prior period adjustments.
